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New J&J Policy
Aims to Thwart
Counterfeits

Johnson says iU will no longer sell deges or

medical devices W LS, wholesalers that whso
by the drog maker's products [rom other sources,

With the nltimatum, Johnson & Johnson be
comes the [irst major company to openly lake
action lo bock a trapdoor couerleilers have ey
ploited te dlip kneekolls indo the nation's supply of
medieal products,

Thit mawe could set o standard for the rest of
the industey wol ultimately boost the company's
[iblic Image - just as J&.1 pioneered tamper-prool
packaging for drags after several ottles of s
Tylenol poin reliever were laced with POiS0n mnre
than 20 years ago.

The: New Hrunswick, N.J., health-enre peoduct
mileer i notifying wholesalers and distributors by
lefler this weel that they have until Jap, 19 to
dgree W purchase s goods ondy [om J&0, or be
shut ont as company cuskomers glarting in March.
‘I put the heat on whole-
salers o epoperade, J&J oot
savs It will post the g T
nines of companies that InDamﬂnd
dgree to participale on - Drugstameted oy
company Welb sites an Biterss: - -
Jane Zh some bip drog
distributors already -
have said they will go

:[N ACRIY o thwar! counterdelters, Jolimson &

along with the plan,
The company also is
sending 210,000 letters
to hospilals, pharma-
eles and other users of
its drups and deviees
abomtl  Lhe  pending
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change. “We'll ask enrd

rustomers to only buy producl from wholesalers
and distributors who buy only [rom us,” says
Dravid Y. Norton, chairman of J&T's North Ameri-
can pharmaceaticals group. “We can't make
them [end users| do that but we're going to
strongly encourage that.”

J&J's sweeping initiative applies to all its pre-
seriptim drups, blotechnology therapies, medi-
el devices and elinival laboratory tests suld
throngh wholesalers or distribulors. Some of the
bigpesl-selling health products in the country are
alfected, ineluding Risperdal, an antipsychotic
medleine; Procrit, a bioterh anemia remedy:
anrl Cypher drug coated stenls used to prop open
IHoeked arlerias.
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Jé&1 s the first major company to Impoae sieh
a stringent standard 5o browdly and with such
fanfare. A few compantes have quietly tried simi
lar approgches with individual produets that

have been prime targels of counterfelters. Bl
untll recently, many companies have hean loath
b weknowledge risk from countorfelts, fearing
the news might frighlen gatients.

For their part, some of the lnegest distributors
suy they alrcady by best-selling drugs or those ot
high risk of counterleiting only from their mik-
e#rs. Nevertheless, the high-profite move by J&J iy
likely to ratchet up the pressure on distribiitors to
shun the shadowy secondary market for hesith-
eare products. IU also may spur other drug and
medienl-device makers (o adopt the sume polley,

The effort to keep J&J products off the second
ary market may also proteet it from price compeli-
tinn, but the company says that's not its intention
and it doesn't expect much henaflt,

Most prescription drugs and medieq] deviees
pass from manufactirers to distributors that ware-
house the products and ultimately fll orders from
pharmacies, hospitals and doctors, These whole-
salers, and other conpnies that repackage drugs
and devices, also buy and sell medical products
ameng themselves, a practice the J&J move is
designed to stop. This loasely regulaled second-
ary market helps fill spot shortapes of deigs and
devices and also provides a source of additionq)
profit for wholesalers. Sometimes wholesalers
snap up drugs or devices from the resellers when
Lheir prices are lower than those of origlnal mani-
facturers. Precise figures on the size of the Secand-
ary markel sre scarce, but major 7.5, drig dis-
Lributors say the secondary market is ot mosl it
tiny [raction of their tola) hisiness,

Coumterleilers use the secondary market to
offer wholesalers bogus productz at tempting
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priees. The most common forms of coun-
1erfeiting include outright fakes; medi-
cines that are anthentic bol illegally rela-
heled W show / higher concentration:
rigs made for forelpn markets then di-
verted for sale in the LS. or drogs that
have heen aliluted o tampered with in
RO WY,

Whatever their form, counterieils
are  increasingly sophisticated. J&J
savs, and often are practically indistin.
gulshable from genuine goods, That
Bl explnin how whelesalers can un-
willingly introduce bopus medicines
{nto the drog supply, industey and gov
wrnment olficinls sy,

J&J has been working on Lhe plan for
months and digecussed the initlative with
mujor wholpsalers in advance, J&J ex-
peets most wholesalers to comply.

Wholesnlers thal certify they will buy
Jie) printuets only eom J&T also agree (o
bee subject to spot audits of their ware-
houses and records by &0 inspeclors,
the drug matker says, 11 eompany investl-
gulurs determine that a distributor isn'l
living up to the apreement, lhen J&J
would stop shipping s products o the
whilesaler,

Some wholesalers are slresdy falling
in Hne with Jie's new policy. Amerisour-
ceBergen Corp., the largest ULS, distrib-
tor of pharmacenticals, says it plans to
ponperle, “We will now purchase all J&J
products  direetly from  them,” sy
Michael Kilpatrir, 4 spekesman for Amer-
isourceRergen, Valley Forge, Pa. He says
the company currently buys less than 1%
of Jé&J producis from olher sourees,

MrKessan Corp., San Francisoo,
says Lhat sinee 2001 it has been huying
the top 200 drugs by volume ouly [rom
their manufacturers. In addition, a buy-
direct policy exists for various pricey
mmedicines and those used 1o ireal par-

ticular conditions, sueh H4s HIY/ATDS,
sayy A spukesman for the drug ond de-
viee distributor. Cardinal Health Inc,,
@ blg Dublin, Ohin. distributor, didn’t
refurn exlis for comment,

Slarting two years ago, JE&J began
providing incentives o (he biggest whole-
salers b0 reduce speeulative buying, At
the time, J&J's alm was to minimize its
Inventory Muctuations wnd big swings In
quiarterly sales, While the arrangement,
whose precise terms remaln confidential,
achleved what J&J winiedl, U also pro-
dueed o side effeet: When whaolesalers
took on less excess Inventory, there was
less resald on Lhe secondary market.

The latest Initiative would take an-
other step toward eliminating teade of
the company's products in that market,
Under antitrust laws, companies have
wide latitude In dealing with cisteib-
tors of thelr products, so J&J's move
wouldn't he considered an Ulegal re-
straint of trade.

Ji:J has been & conbinuing target for
scammers. [n 1952, seven people dled at-
ter taking Tylenol containing cyanide.
The company quickly withdeew Tylenol
from the merkel while it redesigned the
packaging to hinder tampering, Thea Gri-
sis led to improvements in packaging of
consumer goods.

This past year one ohject of counler-
felters was J&I's ansmla drog Proerdt,
the company's biggest-selllng produc
with £2.1 billlon in sales for the nine
months endsd in Seplember, Counterfelt-
ers netied a profit of hundreds of dollars
a vial by soaking the labels off Proerit
vials containing the.lowest strength of
the medivive and aifixing fake labels for
the highest strength.

Most rerently, Ji) notified customers
in late Delober that it was aware of coun-
terfeit versions of Prolene, » synthetic
mtgh usad in surgery to repair hetnias, |




